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With the attached interim final rule, federally char- 
tered thrift institutions may take advanrage immedi- 
ately of the expanded credit card and small 
business lending flexibility afforded by the Ec- 
onomic Growth and Regulatory Paperwork Re- 
duction Act of 1996. 

The new law conhrms and clarifies that thrifts may 
engage in credit card lending without a percentage 
of assets investment limitation. It also expands fed- 
eral thrifts’ commercial lending authority from 10 to 
20 percent of assets so long as amounts over 10 
percent are solely for small business loans. To im- 
plement the law, Congress requires OTS to define 
“small business” and “credit card.” OTS will use the 
same definitions of these terms for both lending 
and qualified thrift lender (QTL) purposes, 

For “credit card,” the Office of Thrift Supervision 
(OTS) based its definition on the plain meaning of 
the term as defined in sources such as Black’s Law 
Dictionary. OTS definition also includes credit card 
debt consolidation loans and securities backed by 
credit-card accounts and receivables, OTS reserves 
the right to establish investment limits on a case-‘ 
by-case basis if there is a safety and soundness 
concern, 

For “small business” and “small business loan,” the 
OTS rule ties its definition to those found in the 
regulations of the Small Business Administration. 
Thrifts may now count both small business loans 
and credit cards in meeting their QTL test without 
restriction. Education loans also count without re- 
striction. 

In addition, OTS has amended its acquisition of con- 
trol and holding company regulations to conform to 
changes made by the new legislation. OTS will no 
longer examine dual bank/thrift holding companies. 

Finally, the rule permits savings associations and their 
affiliates to offer discounts to customers who maintain 
a combined minimum balance in certain accounts. 
This regulatory exception reflects OTS’ new authority 
under the anti-tying statute to make exceptions that 
conform to exceptions granted by the Federal Reserve 
Board to banks. 

Although the regulation is effective immediately, OTS 
invites comments for the next 60 days. The agency 
specifically asked for comment on whether to include 
a simple, minimum qualification that a loan to any 
business with annual sales of less than a specified 
amount is deemed a small business loan. 

The interim final rule was published in the No- 
vember 27, 1996, edition of the FederalRegister, 
Vol. 61, No. 230, pp. 60179-60185. Written comments 
must be received on or before January 27, 1997, and 
should be addressed to: Manager, Dissemination 
Branch, Records Management and Information Policy 
Division, Oftice of Thrift Supervision, 1700 G Street, 
N.W., Washington, DC 20552. 

For further information contact: 
William J. Magrini (202) 906-5744 
Ellen J. Sazzman (202) 906-7133 

ddko7 i&&Q 
Nicolas P. Retsinas 
Director 
Office of Thrift Supervision 
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Amendments Implementing Economic 
Growth and Regulatory Paperwork 
Reduction Act 

AGENCY: Office of Thrift Supervision. 
Treaeq. 
b.CTIoN: Interim final mle. 

SUMMI\RY: The Office of Thrift 
Supervision COTS or Office) is issuing 
this interim final rule lo implement 
provisions of the Economic Growth end 
Regulatory Paperwork Reduction Act of 
1996 (EGRPRA). Among other actions. 
EGRPRA expended and clarified federal 
thrifts’ lending end investment 
authority. amended the Qualified Thrift 
Lender (QTL) test, authorized OTS to 
grant antitying exceptions to savings 
associations that conform to those 
granted 1o banks by the Board of 
Governors of the Federal Reserve 
System (FRB), and modified OTS’s 
oversight authonty over benk holding 
companies that own savings 
essodations. Today’s interim final rule 
implements these statutory changes. 
OTS is meking today’s rule effective 
immediately to ennble thrifts to take 
advantage of the expanded flexibility 
and burden reduction afforded by 
EGRPRA. However, OTS will be 
accepting comment on any issues raised 
by these newly implemented regulations 
for the next sixty days. 
DATES: This intenm rule is effective on 
November 27.1996. Comments must be 
received by January 27.1997. 
ADDRESSES: Send comments to Manager, 
Dissemination Branch. Records 
Menagemennt and Information Policy, 
Office of Thrift Supervision, 1700 G 
Street. NW., Washington. DC. 20553. 
Attention Docket No. 96113. These 
submissions may be hand-delivered to 
1700 G Street. NW., &nom 9:OO A.M. to 
5:OO P.M. on business days: they may be 
sent by facsimile transmission to FAX 
Number (20219067755. Comments will 
be available for inspection at 1700 G 
Street. NW., fmm 9:Oo A.M. until 4:oo 
P.M. on business days. 
FOR FURTHER lNFORMPlTI0N CONTAm 
William J. Magrini. Senior Project 
Manager. fZO2) 806-5744. Supervision 
Policy; Ellen J. Sezunan. Counsel 
(Banking and Finance). (202) 906-7133. 
or Deborah Dakin. Assistant Chief 
Counsel, 1202) 906-6445, Regulations 
and Legislation Division. Chief 
Ccunsel’s Office. For information about 
holding company or branching issues, 

contact Kewn A. Corcoran. Assistant 
Chief Counsel. (2021 906-6962, Business 
Transactions Division, Chief Couneel’s 
Office. Office of Thrift Supervision, 
170G G Street, NW.. Washington. DC 
23552. 

Sum.mory of Relevant Statutory Changes 

Credit cord ond education lending: 
Section. 2303(b) of the EGRPRA 1 
amended section 5 of the Home 
Owners” Loan Act [HOW). to confirm 
and clarify that federal savings 
associations may engage in credit card 
lending without a percentage of assets 
investment limitation, as OTS has long 
maintained. Section 2303fbl also 
emended HOLA section 6 to permit 
federal thrifts to make education loans 
without investment restriction. 
Previously, education loans were 
limited to 5% of a thrift’s total assets.3 

Commercial lending: Section 2303[c) 
of EGRPRA also expended the smell 
business and agricultural lending 
authority of federal thrifts. Federal 
thrifts have long been authorized to 
m&e loans secured by business or 
agricultural real eetate in amounts up to 
400% of capital.4 and to meke 
additional secured and unsecured loans 
to businesses and farms in amounts up 
to 10% of total assets. 5 EGRPRA left the 
400% non-residential real estate lending 
cap intact, but increased the 10% of 
resets limit to 20% of essets. provided 
that amounts in excess of 10% of assets 
may only be used for “small business 
loans” as that term is defined by the 
Director of OTS. 

Qualified Thrift Lender test: section 
2303lel and (B) of EGRPBA amended the 
QTL test in section 10(m) of the HOLA6 
to provide that invesbnents in 
educational; small business. credit card. 
and credit card account loans are 
includable without limit for purposes of 
satisfying the QTL. test. Under the QTL 
test, savings associations must hold 
“qualified tbrifi investments” equal to 
at least 65% of their “portfolio assets** 
es defined by statute.’ Before EGRPRA. 
“qualified thrift investments” (QTII 
were defined in .s manner that required 
every savings association to hold a 
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the confines of “loans made through 
credit cards or credit card accounts.” As 
for secunties backed by credit cards, the 
HOL.4 itself specifies that “any 
reference to a loan [herein] * * * 
includes an interest in such a loan. 
* * * “*eThus, the authorization to 
invest in “loans made through credit 
cards” encompasses investments in loan 
pools that issue securities backed by 
credit card loans.21 As for creda card 
debt consolidation loans. OTS believes 
that, because these loans are made for 
the purpose of funding credit card 
receivables. they are in economic 
substance “credit card loans.” Today’s 
definition of “credit card account” 
therefore includes credit card debt 
consolidation loans end securities 
backed by credit-card eccounte and 
receivabies. 

We note that S 560.30 of OTS’s 
regulations, which implements the 
statutory credit card authority, permits 
federal thrifts to engage in the full range 
of credit card operations authorized by 
HOLA, but provides that OTS reeetves 
the right to establish investment limits 
on a case-by-case basis if an institution’s 
concentration in credit-card-related 
loans presents a safety and soundness 
lY”“K+m.- 

lnstltutions that expand their credit 
card lending [or their consumer, small 
business, or agricultural lending) 
pursuent to today’s rule must do so in 
a safe and sound manner. Institutions 
planning any significant increase in 
these types of loans should prepare 
thorough business plans. acquire the 
necessary personnel and expertise. end 
establish adequate systems to identify 
end control risks associated with these 
products. OTS will monitor these 
lending activities, utilizing off-site 
surveillance end the “n-site 
examination process. 

Section 560.3 Definitions of small 
Business, Small Business Loons 

Section 2303(g) of EGRPRA requires 
the OTS Director to issue reg&ti”ns 
defining the term “small business” in 
order to enable savings associations to 
apply the newly modified QTL test 
which permits small business loans to 
be counted es QTI without restriction 
pursuant to HOLA &tion lo(m). 
Section 2303(c) of EGRPRA also directs 
the OTS Director to define the term 
“small business loans” in connection 
with newly emended HOLA section 5(c) 
which expands federal thrifts” 
commercial lending authority from IO% 

to 20% of assets so long es the amount 
in excess of IO’Y. of assets is used solely 
for small business ioans. Once again, 
OTS believes that a consistent definttion 
of small business for application of both 
sections of the HOLA is appropriate to 
promote a hermonious interpretation of 
the statute. 

In this interun final regulation, OTS is 
tying its definitions of small busmess 
and small business lo.ms to the 
eligibility criterra estebhshed by the 
Small Business Administration (SBA) 
under section 3(a) of the Small Business 
Act, 15 U.S.C. 632(a). as implemented 
by SBA’s regulatious at 13 CFRPert 121. 
Most lenders end small businesses are 
already familiar with SBA’s size 
eligibility standards. However, OTS 
specifically solicits connneni as to 
whether these SBA stand&s are the 
most appropriate basis for OTS’s 
definition of small business or smell 
business loans for HOLA purposes. OTS 
specifically solicits comment on 
whether it should. for the sake of 
simplicity, includP a de minimis safe 
harbor providing that any loan to a 
business with annual sales of less than 
a specified amount will be deemed a 
small business loan. regardless what 
line of business the bonotier 
conducts.23 

secfions 563.50, 563.51, 563.52 
Revisions to the QTL Test. 

As discussed above, section 2303 (e) 
and Igl ofEGRPRA emended the QTl, 
test in e number of ways to give thrifts 
greater lending flexibility. Investments 
in educational loans. smell business 
loans, and loans made through credit 
cards and credit card accounts are 
includable as QTI without limit. 
Consumer loans now count as QTI in en 
amount u 

Rather g 
t0 20% of portfolio assets. 
en codifying these 

amendments in the existing QTL . 
regulations. OTS is removing the QTL 
provisions fmm its regulations et 12 
CFR 563.50-52 end relying directly on 
the pmvisions of HOLA section lO[m) to 
govern this area, except for the two 
definitions described above. These 
definitions will appear et 13 CFR 560.3. 

This ap&vsch is consistent with 
OTS’s effort to sti-eamline its regulations 
end remOve duplicative requirements 
pursuent to section 303 of the 

Community Development and 
Regulatory Improvement Act of 1994 
(CDRIAI.Z4 The QTL provisions of 
HOLA section 10(m) are very detailed, 
and OTS provides additional QTL 
guidance in Its Thrift Activities 
Handbook (Handbook). OTS believes it 
IS unnecessary to reiterate HOLA’s 
statutory QTL provisions in a regulatory 
format, because the combination of 
HOLA’s statutory requirements end 
relevant handbook guidance provide 
adequate direction to the thrift industry 
end OTS examination staff with respect 
to QTL compliance. Thus, the only 
regulatory provisions that address QTL 
will be the two definitions described 
above. 

Section 563.36 Tying Restrictions 

Section 2216 of EGRPRA +horizes 
the OTS Director to issue regulations or 
orders permitting exceptions to the anti- 
tying prohibitions established in HOLA 
section 5(q) provided that such 
exceptions em not contrary to the 
purposes of that section and conform to 
exceptions granted by the FRB to banks 
pursuant to section 106(b) of the BHCA 
Amendments. The FRB, by regulation, 
has cEnted four exceptions fmm the 
anti-tying provisions of the BHCA 
Amendments. 

The first FRB regulatory exception 
provides tbst a bank holding company. 
bank, or nonbank subsidiary thereof, 
may very the consideration chargea for 
a traditional bank product on the 
condition or requirement that a 
customer also obtain e traditional bank 
product fmm an affiliste.= HOJ.,A 
section s(p) excepts this type of activity 
for savings essociation~, savings and 
loan holding companies, end their 
affiliates.” Accordingly. OTS has 
determined tbet a regulatory exception 
for traditional bank products would be 
duplicative of the HOLA and is 
unnecessary. 

The second FRB regulatory exception 
provides that a bank holding company. 
her& or nonhenk subsidiary may vary 
theconsideration charged for securities 
bmkemge services on the condition “I 
requirement that a customer also obtain 
q traditional bank product Born that 
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12 CFR Part 584 

Administrative practice and 
procedure, holding companies. 
Reporting end recordkeeping 
requirements, Savings associations, 
Securities. 

Accordingly, the Office of Thrift 
Supervision hereby amends title 12, 
chapter V of the Code of Federal 
Regulations as set forth below. 

PART 560-LENDING AND 
INVESTMENT 

1. The authority citation for part 369 
is revised to read as follows: 

2. Section 560.3 is emended by 
revising the introductory text and by 
adding four definitions in ~Iphabetical 
order to read as follows: 

5889.3 D*lnitlom. 

For purposes of this pert and any 
determination under 12 USC. 14678: 
. f . . . 

Credit card is e card, plate or other 
credit device that allows the holder to 
purchase goods or obtain services or 
cash by charging them to a previously 
established line of credit with the issuer 
of the card, plate or device. 

Credit cord (account is a awlit 
account established in conjunction with 
the issuance of. or the extension of 
credit through. a credit card. This term 
includes loans made to consolidate 
credit card debt. in&ding credit card 
debt held by other lenders. and 
participation certificates. secuities and. 
similar instruments secured by credit 
card receivables. 
. . l . l 

Sm& business includes a smell 
business concern or entity ae defined by 
se&ion 3(a) of the SmallBusiness Act. 
15 U.S.C. 63’&1. end implemented by 
the regulations of the Small Business 
Administration et 13 CFR Pert 131. 

Small business loans includes any 
loan to a small business concern or 
entity as defined by section 3(a) of the 
Small Busi”ess Act. 15 U.S.C. 133Z[s). 
end implemented by the ragulattons of 
the Small Business Administration et 13 
CFR PeIi 121. 

PART 562-OPERATiONS 

3. The authority citation for pert 563 
continues to read es follows: 

Authority: 12 U.S.C. 375b. 1482.11ma. 
1463.1464.1457a1468, ,817. 1828.3806. 

4. Section 363.36 is added to read as 
follows: 

5553.36 Tying mwtrlcuon excwptkm. 

(al Safe harborfor combined-balance 
discounts. A savings end loan holding 
company or any savings association or 
any affiliate of either may vary the 
consideration for any product or 
package of pmducts based on a 
customer’s maintaining a combined 
minimum balance in certain pmduas 
specified by the company varying the 
consideration (eligible products). if: 

(1) That coipany [if it IS a savings 
association) 01 a savings association 
affiliate of that company (if it is not a 
savings association) offers deposits, and 
all such deposits are eligible products; 
and 

(2) Balances in deposits count at least 
as much as non-deposit products toward 
the minimum balance. 

61 fimitotions 0” exception. This 
exception shall terminate upon a 
finding by the OTS that the arrangement 
is resulting in anti-competitive 
practices. The eligibility of a savings 
and loan holding company or savings 
~sociatio” or affiliate of either to 
operate under this exception shall 
terminate upon a finding by the OTS 
that its exercise of this authority is 
resulting i” anti-competitive practices. 

55883.89.883.51.563.82 [Remowdj 
5. Sections 363.50, 563.51, end 563.52 

am removed. 

PART 574-ACOUISITION OF 
CONTROL OF SAVINGS 
ASSOCIATIONS 

6. The eutbority citation for part 574 
continues to read es followa: 

Authorih; 12 USC 14Wa. 1817.1331i. 

7. Section 574.1 is revised to read as 
fouows: 

5574.t ScOPwOfpaR’ 
The purpose of this paii is to 

implement ,tie 
i” Ba”k C”“tm P 

mvisions of the Chhange 
Act, 12 U.S.C.l617(j) 

I”Conti-01 Act’l. end the Savings and 
Loen Holdiug Company Ad. 12 USC. 
1467a (“Holding Compeny Act”). 
relating to scquisitions and changes in 
control of savings associatialle that ere 
organized in stock form end wings and 
loan holding compaaies thereof. 

5574.2 [AmdW 
8. section 574.2 is amendedby 

mtisi”g paragraph fqJ1IZMil and by 
adding paragraph [q)(3) to read BS 
foIlows: 

Liij Is a testamentary truust: and 

(31 A bank holding company that is 
registered under, and subject to. the 
Bank Holding Company Act of 1956. or 
any company directly or indirectly 
controlled by such company 6,tber than 
a savings association). 
f * . . I 

9. Section 574.3 is amended by: 
a. I” paragraph (c)(l)lii). removing the 

period at the end of the paragraph and 
adding a semicolon m its place; 

b. Redesignating paragraphs [cj(l)(iii) 
through IcKlKviij as paragraphs 
(c)llllivj through [cj(ll(viiij; 

c. Adding para$raph (c)(l)(iii): 
d. Revising paragraph (c)(Z)(i); 
8. Redesignating paragraphs (c)(Z)(iv) 

and (c)(P)(v) as paragraphs (cjlzj(v) and 
WlZl~vil and by adding a new paragraph 
(c)Wivj; and 

f. I” newly designated paragraph 
(cj(Zj(v), removing the period at the end 
of the paragraph and adding “: and” in 
its place. 

The additions and revisions read as 
foll”ws: 

Ic) Exempt tmnsoctions. (1) f l * 
(iii) COntiOl Of e SS”h8S SsSOCiStion 

acquired by a bank holding company 
that is registered under and subject to, 
the Bank Holding Company Act of 1956. 
or any company controlled by such 
bank holding company; 
* * f . . 

(21 l * l 
Uil neus.ectlons which em exempt 

p”rsuaot to paragrapha [C)(lj(iiij. 
W(l)livj. IcjIl)lv). and MIIw) of this 
sacuml; 
* . . l . . . 

(iv) T-ctiolu for which a change 
of control notice must be submitted t” 
the Board of Gavemon of the Federal 
Reserve System pursuant to the change 
in Bank Control Act. 12 U.S.C. 1817(j); 
l . l * l 

PART 575-MUTUAL HOLDING 
COMPANIES 

10. Theheeding forpart 575 is revised 
ae set forth ahave. 

12. Section 575.2 is amendedby 
revising peragreph (h) to read es 
follows: 




